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The Central Intelligence Agency got into
the insurance business in 1962. Since then,
the insurance business has got the CIA into
some awkward predicaments.

The agency’s original idea in setting up a
complex of insurance companies was to pro-
vide a discreet means of paying retirement,
disability and death benetits. for double
agents and other top-secret operatives who
couldn't receive regular CIA benetits in the
torm ot U.S. Treasury checks because of
‘ possible exposure.

" Lawrence R. Houston, who helped create
the insurance operation and who directed it
iuntil he retired as the agency's general
| counsei in 1978, said the CIA on several oc-
| castons even had to rebuft investors inter-
jested in acquiring what appeared to be a
' healthy insurance operation. Another time,
“company’’ officials had to tend off a Secur-
ttes and Exchange Commission insider-
trading inquiry that touched peripherally on
one concern’s purchases af 2 stock. Further
complicating matters, these headaches had
to be handled publicly by CIA employes who
were - merely posing as executives and
nadn't any independent authority even to
checks.

These glimpses inside the CIA’S insur-
ance complex, which eventually grew to sev
eral companies, emerged {rom an interview
with Mr, Houston. While the existence of the
$30 million CIA insurance complex was dis-
closed in an Apeil report by the Senate Intel-
ligence Committee, Mr. Houston shed new
1ight on the problems ot managing the agen-
cy’s conglamerate.

Mr. Houston declined, however, to name
specific P! in the CIA
complex, which he- believes is serving a
pertectly legitimate and absolutely neces-
sary purpose.” He expressed concern that
publication of sach specific information
could result in exposure and *‘serious harm’
tor who have d pay
through the project. .

Two Existing “Shell” Companies

The CIA decided to get into the insurance

after finding itselt scurrying

to the familles of tour American pilots shot
down over Cuba in the Bay of Pigs incident.
The insurance complex was established the
next year with help from triendly industry
exacitives and lawyers, who apprised the
CIA of two existing ‘‘shell’” companies and
ottered. advice on how to “'flesh them out.”
Mr. Houston recalled.

While the CIA tries to write contracts
with its covert operatives that specify regu-
lar employe contributions tor pensions and
insurance benefits, many of the payments
by the insurance complex have taken a
more irregular form, Mr. Houston said. For
example, when an s‘yninsured’’ operative re-
tired.or died, it was often necessary to back-
date elaborate phony benefit policies and
fund them with lump sums from the CIA.

But it's clear that the role of the tnsur-
ance complex hasn’t been limited to provid-
ing insurance. The Senats re-

business
around in 1961 to hastily arrange payments |

port, while approving the general intent of
| the profect. noted cryptically: ‘‘The com-
plaxdnmﬂmd a Himited amount of sup-

port to P P

for the acquisition of operstional real estate
and as & conduit for the funding of selected
covert activities.”

Mr. Houston conceded that the insurance
company has been used to channe! money
for covert operations, as a *steriiized tund-
ing”" device to make the payments ditficult
to trace. (Most of the covert funding appar-
ently was carried on the books as invest-
ment.) But he denied that this was the real
reason the complex was created. “'1f the
complex later got into other agency pur-
poses,”* he said, “it was because it proved
jtssif & useful instrument.”” He wouldn’t
slaborate.

Recruited About 50 Businessmen

To help build a cover tor the insurance
comptex of foreign underwriting concerns,
based in such places as Bermuda and the
Cayman Isiands, and domestic investment
concerns, the CIA once recruited about 50
businessmen and retired government and
military employes as directors tor the com-
panies, Mr. Houston said. They were paid
$50 to $100 a board mesting, with a maxi-
mum of four meetings a year. Aware that
they were working for the agency. the direc-
tors would sometimes be asked to advise on
investment portfolio decisiona. But Mr.
Houston said he supervised every detall of

folto, Mr. Houston apparently was able to fi- :
nesse the end of the go-go market. By the :
early 19708, he sald, “‘we were mainly out of |
nmcu‘ and into ime deposits and Buro- !

‘Mr. Houston said he gathered investment '
tps from ‘‘some witting and some unwit-
ting'* consultants and friends and agency
contacts. All stock purchases were made
through regular brokerage firms and, to
avoid potential conflicts of interest. he didn’t
invest in any companies with which the CIA
had contractual relationships.

But profits on the stock dealings and
other transactions haven't been used as a
slush fund to supplement money approprt-
ated for CIA activities by Congress, the law-
yer maintained. Money beyond that needed
io support the underwriting costs {s returned
to the U.S. Treasury through various arcane
procedures. he said. . -

the cover for the insurance
complex, the CIA sought to operate the com-
panies as normaily as possible. This meant,
among other things, ‘‘laying off” some of its
polictes to regular commercial insurance
concerns in so-called reinsurance transac-
dons. Mr. Houston, however, would quietly
notify the chief executives of these compa-
rndes that they were actually buying spook in-
surance. The CIA companies also reinsured
policies from the commercial concerns,
again to maintain appearance ot normality.

the operation, t of the
investment portfolios, trom CIA headquar
ters in Langley. Va.

To make the insurance complex beiieva-
ble, it had to show healthy profits. The com-
plex, according to the Senate report, has re-
tained accumulated net earnings of about 39

however, the profit-making.
business-as-usual cover proved to be an em-
barrassingly siccesstul decoy. On several

op d CIA em-
ployes who nominally headed companies in
the complex and 3 that
the units looked like good acquisition poasi-

million since 1962, with its protit from stock
sales topping $300,000. In managing the port- !

vilittes. ‘‘We simply never let it come to the
point of negotiation,” Mr. Houston observed
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